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Is  your  business  prepared  for 
catastrophic  data  loss? 

Are  you  prepared  to  save  the  day? 

A  revolutionary  grid  storage  platform,  HYDRAstor  ensures  that  you  stay 
ed  to  vital  information  when  disaster  hits.  The  first  unified  disk 
platform  optimised  for  backup  and  archive  data  on  the  same 
,  HYDRAstor  outs  backup  and  restore  time  in  half  and  reduces 
capacity  requirements  by  95%  or  more,  compared  with  traditional 
.  With  HYDRAstor,  your  information  is  protected  and  available  fast. 
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Mortgage  Meltdown 

values.  But  even  if  the  risk 
of  declining  property  val-  j 
ues  had  been  factored  in, 
the  market  was  so  hot  that 

y  °  ONE  would  argue  that  the  mortgage  industry 
|  lacks  state-of-the-art  analytics  tools.  In  fact,  ana- 
lytics  played  a  central  role  in  keeping  the  recent 

it  wouldn’t  have  mattered. 

“People  said, ‘We’ve  got  to  j 
do  it,  because  if  we  don’t, 
someone  else  will,’  ”  says  ; 

Dennis  Santiago.  CEO  of 

-L.  ’l  housing  boom  alive. 

Improved  algorithms  i  within  15  minutes,”  says  i  el  analytics  at  LoanPer- 

Institutional  Risk  Analyt¬ 
ics.  And  once  the  loans 
were  sold  and  off  the  initi- 

|  power  have  allowed  lend- 
;  ers  to  analyze  data  faster 
:  than  ever.  So  why  didn’t 
those  programs  help 
;  lenders  predict  the  cur¬ 
rent  subprime  loan  crisis? 

tor  of  research  and  ana-  lenders  relied  only  on  the 

lytics  at  First  American  applicant’s  credit  score  to 

CoreLogic.  But  without  approve  the  loan.  Brokers 

a  live  inspection,  lenders  then  sold  bundles  of  such 

didn’t  know  the  true  value  mortgages  into  the  sec- 
of  an  individual  property.  ondary  market. 

their  problem  anymore. 

Then  the  boom  ended, 
values  declined,  teaser 
rates  reset,  and  delin¬ 
quencies  skyrocketed.  “It 
was  the  perfect  storm,” 

!  analytics  facilitated  the 

■  boom  in  nontraditional 
;  mortgages  by  helping 

lenders  create  new  loans 
faster  —  including  loans 
to  the  subprime  market. 
Unfortunately,  the  risk 
models  used  didn’t  in¬ 
clude  factors  such  as  the 
impact  of  flat  or  negative 
:  home  price  growth. 

And  since  professional 

delay  deals,  many  lenders 
;  used  automated  valuation 
:  models.  These  “appraisal 

■  emulation”  programs 

soared,  lenders  created  rated  mortgage-backed 

new  products  to  keep  the  securities  used  statistical 
boom  going.  They  offered  models  based  on  how  tra- 
riskier  loans  with  entice-  ditional  mortgage  loans 
ments  such  as  no  money  performed,  so  those  had 
down,  no  income  verifi-  to  be  adjusted,  Beardsell 

cation,  interest-only  pay-  says,  but  “the  market  was 
ments  and  even  negative  changing  faster  than  the 
amortization.  Lenders  models  could  keep  up.” 

ignored  the  risks  because  And  since  values  were 

in  a  rising  market,  they  increasing  at  double-digit 

couldn’t  lose.  “Home  rates,  users  of  the  models 

prices  were  growing  so  assumed  that  borrowers 

fast  that  even  if  the  bor-  would  have  enough  equity 

rower  got  into  trouble,  to  refinance  when  low 

it  would  rarely  lead  to  a  teaser  rates  on  adjustable- 

loss,”  says  Mike  Beard-  rate  mortgages  expired. 

says  Beardsell. 

Recently,  Cagan  ran 
the  automated  valuation 
model  against  a  database 
of  properties  backing 
$326  billion  in  loans 
made  from  2004  to  2006 
to  predict  foreclosures 
on  adjustable-rate  mort- 

estimates  that  in  the  next 
six  to  seven  years,  inves¬ 
tors  will  lose  $112  billion 
of  value  as  7%  of  adjust¬ 
able-rate  mortgages,  32% 
of  teaser  loans  and  12%  of  | 
subprime  loans  default. 

The  moral:  “Analytics 

on  many  variables,  in- 

mixed  with  others  into 

;  eluding  the  asking  prices 

|  Ever-higher  asking  prices 

!  ever-higber  appraisals. 

|  “You  can  get  approvals 

■  The  mart*  was 

models  could  keep  purchase  them.  The  value 
up.  was  determined  by  statis- 

can’t  replace  judgment”  ■  ■ 
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The  HP  Proliant  DL380  G5  server  comes  with  Systems  Insight 
Manager  (SIM)  software.  HP  SIM  has  shown  an  average 
reduction  in  server  downtime1  of  77%,  by  monitoring  your  system 
and  alerting  you  of  potential  server  problems  before  they  occur. 
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LAST  WEEK’S  biggest  news  was  old  news:  Microsoft 
will  have  to  pay  a  big  fine  and  make  changes  to  Win¬ 
dows  because  the  company  illegally  tried  to  lock  in 
European  customers.  Yes,  you  remember  right:  That 
news  did  originally  come  down  in  2004.  Hey,  sometimes  it 
takes  a  while  before  we  notice. 

But  lock-in  is  nothing  new  —  from  vendors  or  IT  people. 
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